
327

Federal Reserve System § 211.10

(ii) 5 percent of the investor’s tier 1
capital, where the investor is a member
bank; and

(iii) The lesser of 5 percent of any
parent insured bank’s tier 1 capital or
25 percent of the investor’s tier 1 cap-
ital, for any other investor.

(3) Application of limits. In calculating
compliance with the limits of this
paragraph (c), the rules set forth in
paragraphs (b)(6)(ii) and (b)(7) of this
section shall apply.

(d) Other eligible investments under
general consent. In addition to the au-
thority granted under paragraphs (b)
and (c) of this section, the Board
grants its general consent for any in-
vestor to make the following invest-
ments:

(1) Investment in organization equal to
cash dividends. Any investment in an
organization in an amount equal to
cash dividends received from that orga-
nization during the preceding 12 cal-
endar months; and

(2) Investment acquired from affiliate.
Any investment that is acquired from
an affiliate at net asset value or
through a contribution of shares.

(e) Investments ineligible for general
consent. An investment in a foreign
bank may not be made under authority
of paragraphs (b) or (c) of this section
if:

(1) After the investment, the foreign
bank would be an affiliate of a member
bank; and

(2) The foreign bank is located in a
country in which the member bank and
its affiliates have no existing banking
presence.

(f) Prior notice. An investment that
does not qualify for general consent
under paragraph (b), (c), or (d) of this
section may be made after the investor
has given the Board 30 days’ prior writ-
ten notice, such notice period to com-
mence at the time the notice is re-
ceived, provided that:

(1) The Board may waive the 30-day
period if it finds the full period is not
required for consideration of the pro-
posed investment, or that immediate
action is required by the circumstances
presented; and

(2) The Board may suspend the 30-day
period or act on the investment under
the Board’s specific consent proce-
dures.

(g) Specific consent. Any investment
that does not qualify for either the
general consent or the prior notice pro-
cedure may not be consummated with-
out the specific consent of the Board.

[66 FR 54374, Oct. 26, 2001, as amended at 66
FR 58655, Nov. 23, 2001]

§ 211.10 Permissible activities abroad.
(a) Activities usual in connection with

banking. The Board has determined
that the following activities are usual
in connection with the transaction of
banking or other financial operations
abroad:

(1) Commercial and other banking ac-
tivities;

(2) Financing, including commercial
financing, consumer financing, mort-
gage banking, and factoring;

(3) Leasing real or personal property,
or acting as agent, broker, or advisor
in leasing real or personal property
consistent with the provisions of Regu-
lation Y (12 CFR part 225);

(4) Acting as fiduciary;
(5) Underwriting credit life insurance

and credit accident and health insur-
ance;

(6) Performing services for other di-
rect or indirect operations of a U.S.
banking organization, including rep-
resentative functions, sale of long-term
debt, name-saving, holding assets ac-
quired to prevent loss on a debt pre-
viously contracted in good faith, and
other activities that are permissible
domestically for a bank holding com-
pany under sections 4(a)(2)(A) and
4(c)(1)(C) of the BHC Act (12 U.S.C.
1843(a)(2)(A), (c)(1)(C));

(7) Holding the premises of a branch
of an Edge or agreement corporation or
member bank or the premises of a di-
rect or indirect subsidiary, or holding
or leasing the residence of an officer or
employee of a branch or subsidiary;

(8) Providing investment, financial,
or economic advisory services;

(9) General insurance agency and bro-
kerage;

(10) Data processing;
(11) Organizing, sponsoring, and man-

aging a mutual fund, if the fund’s
shares are not sold or distributed in
the United States or to U.S. residents
and the fund does not exercise manage-
rial control over the firms in which it
invests;
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6 For this purpose, a direct subsidiary of a
member bank is deemed to be an investor.

(12) Performing management con-
sulting services, if such services, when
rendered with respect to the U.S. mar-
ket, shall be restricted to the initial
entry;

(13) Underwriting, distributing, and
dealing in debt securities outside the
United States;

(14) Underwriting and distributing
equity securities outside the United
States as follows:

(i) Limits for well-capitalized and well-
managed investor—(A) General. After
providing 30 days’ prior written notice
to the Board, an investor that is well
capitalized and well managed may un-
derwrite equity securities, provided
that commitments by an investor and
its subsidiaries for the shares of a sin-
gle organization do not, in the aggre-
gate, exceed:

(1) 15 percent of the bank holding
company’s tier 1 capital, where the in-
vestor is a bank holding company;

(2) 3 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(3) The lesser of 3 percent of any par-
ent insured bank’s tier 1 capital or 15
percent of the investor’s tier 1 capital,
for any other investor;

(B) Qualifying criteria. An investor
will be considered well-capitalized and
well-managed for purposes of para-
graph (a)(14)(i) of this section only if
each of the bank holding company,
member bank, and Edge or agreement
corporation qualify as well-capitalized
and well-managed.

(ii) Limits for investor that is not well
capitalized and well managed. After pro-
viding 30 days’ prior written notice to
the Board, an investor that is not well
capitalized and well managed may un-
derwrite equity securities, provided
that commitments by the investor and
its subsidiaries for the shares of an or-
ganization do not, in the aggregate, ex-
ceed $60 million; and

(iii) Application of limits. For purposes
of determining compliance with the
limitations of this paragraph (a)(14),
the investor may subtract portions of
an underwriting that are covered by
binding commitments obtained by the
investor or its affiliates from sub-un-
derwriters or other purchasers;

(15) Dealing in equity securities out-
side the United States as follows:

(i) Grandfathered authority. By an in-
vestor, or an affiliate, that had com-
menced such activities prior to March
27, 1991, and subject to the limitations
in effect at that time (See 12 CFR part
211, revised January 1, 1991); or

(ii) Limit on shares of a single issuer.
After providing 30 days’ prior written
notice to the Board, an investor may
deal in the shares of an organization
where the shares held in the trading or
dealing accounts of an investor and its
affiliates under authority of this para-
graph (a)(15) do not in the aggregate
exceed the lesser of:

(A) $40 million; or
(B) 10 percent of the investor’s tier 1

capital;
(iii) Aggregate equity limit. The total

shares held directly and indirectly by
the investor and its affiliates under au-
thority of this paragraph (a)(15) and
§ 211.8(c)(3) of this part in organizations
engaged in activities that are not per-
missible for joint ventures do not ex-
ceed:

(A) 25 percent of the bank holding
company’s tier 1 capital, where the in-
vestor is a bank holding company;

(B) 20 percent of the investor’s tier 1
capital, where the investor is a member
bank; 6 and

(C) The lesser of 20 percent of any
parent insured bank’s tier 1 capital or
100 percent of the investor’s tier 1 cap-
ital, for any other investor;

(iv) Determining compliance with lim-
its—(A) General. For purposes of deter-
mining compliance with all limits set
out in this paragraph (a)(15):

(1) Long and short positions in the
same security may be netted; and

(2) Except as provided in paragraph
(a)(15)(iv)(B)(4) of this section, equity
securities held in order to hedge bank
permissible equity derivatives con-
tracts shall not be included.

(B) Use of internal hedging models.
After providing 30 days’ prior written
notice to the Board the investor may
use an internal hedging model that:

(1) Nets long and short positions in
the same security and offsets positions
in a security by futures, forwards, op-
tions, and other similar instruments
referenced to the same security, for
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7 A basket of stocks, specifically seg-
regated as an offset to a position in a stock
index derivative product, as computed by the
investor’s internal model, may be offset
against the stock index.

purposes of determining compliance
with the single issuer limits of para-
graph (a)(15)(ii) of this section;7 and

(2) Offsets its long positions in equity
securities by futures, forwards, op-
tions, and similar instruments, on a
portfolio basis, and for purposes of de-
termining compliance with the aggre-
gate equity limits of paragraph
(a)(15)(iii) of this section.

(3) With respect to all equity securi-
ties held under authority of paragraph
(a)(15) of this section, no net long posi-
tion in a security shall be deemed to
have been reduced by more than 75 per-
cent through use of internal hedging
models under this paragraph
(a)(15)(iv)(B); and

(4) With respect to equity securities
acquired to hedge bank permissible eq-
uity derivatives contracts under au-
thority of paragraph (a)(1) of this sec-
tion, any residual position that re-
mains in the securities of a single
issuer after netting and offsetting of
positions relating to the security under
the investor’s internal hedging models
shall be included in calculating compli-
ance with the limits of this paragraph
(a)(15)(ii) and (iii).

(C) Underwriting commitments. Any
shares acquired pursuant to an under-
writing commitment that are held for
longer than 90 days after the payment
date for such underwriting shall be
subject to the limits set out in para-
graph (a)(15) of this section and the in-
vestment provisions of §§ 211.8 and 211.9
of this part.

(v) Authority to deal in shares of U.S.
organization. The authority to deal in
shares under paragraph (a)(15) of this
section includes the authority to deal
in the shares of a U.S. organization:

(A) With respect to foreign persons
only; and

(B) Subject to the limitations on
owning or controlling shares of a com-
pany in section 4(c)(6) of the BHC Act
(12 U.S.C. 1843(c)(6)) and Regulation Y
(12 CFR part 225).

(vi) Report to senior management. Any
shares held in trading or dealing ac-
counts for longer than 90 days shall be

reported to the senior management of
the investor;

(16) Operating a travel agency, but
only in connection with financial serv-
ices offered abroad by the investor or
others;

(17) Underwriting life, annuity, pen-
sion fund-related, and other types of
insurance, where the associated risks
have been previously determined by
the Board to be actuarially predictable;
provided that:

(i) Investments in, and loans and ex-
tensions of credit (other than loans and
extensions of credit fully secured in ac-
cordance with the requirements of sec-
tion 23A of the FRA (12 U.S.C. 371c), or
with such other standards as the Board
may require) to, the company by the
investor or its affiliates are deducted
from the capital of the investor (with
50 percent of such capital deduction to
be taken from tier 1 capital); and

(ii) Activities conducted directly or
indirectly by a subsidiary of a U.S. in-
sured bank are excluded from the au-
thority of this paragraph (a)(17), unless
authorized by the Board;

(18) Providing futures commission
merchant services (including clearing
without executing and executing with-
out clearing) for nonaffiliated persons
with respect to futures and options on
futures contracts for financial and non-
financial commodities; provided that
prior notice under § 211.9(f) of this part
shall be provided to the Board before
any subsidiaries of a member bank op-
erating pursuant to this subpart may
join a mutual exchange or clearing-
house, unless the potential liability of
the investor to the exchange, clearing-
house, or other members of the ex-
change, as the case may be, is legally
limited by the rules of the exchange or
clearinghouse to an amount that does
not exceed applicable general consent
limits under § 211.9 of this part;

(19) Acting as principal or agent in
commodity-swap transactions in rela-
tion to:

(i) Swaps on a cash-settled basis for
any commodity, provided that the in-
vestor’s portfolio of swaps contracts is
hedged in a manner consistent with
safe and sound banking practices; and

(ii) Contracts that require physical
delivery of a commodity, provided
that:
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8 In the case of a foreign government, these
includes loans and extensions of credit to the
foreign government’s departments or agen-
cies deriving their current funds principally
from general tax revenues. In the case of a
partnership or firm, these include loans and
extensions of credit to its members and, in
the case of a corporation, these include loans
and extensions of credit to the corporation’s
affiliates, where the affiliate incurs the li-
ability for the benefit of the corporation.

(A) Such contracts are entered into
solely for the purpose of hedging the
investor’s positions in the underlying
commodity or derivative contracts
based on the commodity;

(B) The contract allows for assign-
ment, termination or offset prior to ex-
piration; and

(C) Reasonable efforts are made to
avoid delivery.

(b) Regulation Y activities. An investor
may engage in activities that the
Board has determined in § 225.28(b) of
Regulation Y (12 CFR 225.28(b)) are
closely related to banking under sec-
tion 4(c)(8) of the BHC Act (12 U.S.C.
1843(c)(8)).

(c) Specific approval. With the Board’s
specific approval, an investor may en-
gage in other activities that the Board
determines are usual in connection
with the transaction of the business of
banking or other financial operations
abroad and are consistent with the
FRA or the BHC Act.

§ 211.11 Advisory opinions under Reg-
ulation K.

(a) Request for advisory opinion. Any
person may submit a request to the
Board for an advisory opinion regard-
ing the scope of activities permissible
under any subpart of this part.

(b) Form and content of the request.
Any request for an advisory opinion
under this section shall be:

(1) Submitted in writing to the
Board;

(2) Contain a clear description of the
proposed parameters of the activity, or
the service or product, at issue; and

(3) Contain a concise explanation of
the grounds on which the submitter
contends the activity is or should be
considered by the Board to be permis-
sible under this part.

(c) Response to request. In response to
a request received under this section,
the Board shall:

(1) Direct the submitter to provide
such additional information as the
Board may deem necessary to complete
the record for a full consideration of
the issue presented; and

(2) Provide an advisory opinion with-
in 45 days after the record on the re-
quest has been determined to be com-
plete.

§ 211.12 Lending limits and capital re-
quirements.

(a) Acceptances of Edge corporations.
(1) Limitations. An Edge corporation
shall be and remain fully secured for
acceptances of the types described in
section 13(7) of the FRA (12 U.S.C. 372),
as follows:

(i) All acceptances outstanding in ex-
cess of 200 percent of its tier 1 capital;
and

(ii) All acceptances outstanding for
any one person in excess of 10 percent
of its tier 1 capital.

(2) Exceptions. These limitations do
not apply if the excess represents the
international shipment of goods, and
the Edge corporation is:

(i) Fully covered by primary obliga-
tions to reimburse it that are guaran-
teed by banks or bankers; or

(ii) Covered by participation agree-
ments from other banks, as described
in 12 CFR 250.165.

(b) Loans and extensions of credit to
one person—(1) Loans and extensions of
credit defined. Loans and extensions of
credit has the meaning set forth in
§ 211.2(q) of this part 8 and, for purposes
of this paragraph (b), also include:

(i) Acceptances outstanding that are
not of the types described in section
13(7) of the FRA (12 U.S.C. 372);

(ii) Any liability of the lender to ad-
vance funds to or on behalf of a person
pursuant to a guarantee, standby letter
of credit, or similar agreements;

(iii) Investments in the securities of
another organization other than a sub-
sidiary; and

(iv) Any underwriting commitments
to an issuer of securities, where no
binding commitments have been se-
cured from subunderwriters or other
purchasers.

(2) Limitations. Except as the Board
may otherwise specify:
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